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SUBJECT: OECD COUNCIL DISCUSSION OF UK EXPORT SUBSIDY 
IN FORM OF INFLATION INSURANCE 

REE: LONDON 2753 AND 2984 

1 . SECGEN VAN LENNEP RAISED BRITISH INFLATION INSURANCE 
SCHEME DURING FEB. 25 COUNCIL MEETING. NOTING THAT 
"OTHER COUNTRIES" HAVE OR ARE CONSIDERING SIMILAR SYS- 
TEMS TO ENCOURAGE EXPORTS, VAN LENNEP SAID THAT SUCH 
MEASURES ARE CLOSELY LINKED TO EXPORT CREDIT POLICY, 
WHICH FALLS WITHIN PURVIEW OF TRADE PLEDGE. HE SAID 
SECRETARIAT HAD BEEN INFORMED INFORMALLY OF UK ACTION 
AND EXPECTS THAT FORMAL NOTIFICATION WILL BE FORTH- 
COMING SHORTLY. HE HOPED THAT FORMAL UK REPORT WOULD 
BE PRESENTED PRIOR TO MARCH 4-5 TRADE COMMITTEE MEETING, 
WHICH WOULD PROVIDE OPPORTUNITY FOR CONSULTATIONS ON UK 
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WOULD NOT PRECLUDE COUNCIL EROM DISCUSSING UK MEASURE 
AT LATER DATE. 

2. DESCRIBING MEASURE AS "PARTIAL INSURANCE EOR LIMITED 
RANGE OE EXPORT CONTRACTS," UK AMBASSADOR SAID HIS 
GOVERNMENT WOULD BE PREPARED TO CONSULT WITH OTHER 
DELEGATIONS AT TRADE COMMITTEE MEETING AND HOPED TO 
PREPARE FORMAL REPORT PRIOR TO MEETING. HIS GOVERN- 
MENT THOUGHT, HOWEVER, THAT ANY DETAILED DISCUSSION OE 
MEASURE SHOULD TAKE PLACE IN EXPORT CREDIT GROUP. 

3. MISSION RECOMMENDS US DEL TO TRADE COMMITTEE BE 
PREPARED TO DISCUSS UK MEASURE WHICH WOULD APPEAR, IE 
PREMIUMS ARE NOT LARGE ENOUGH TO COVER COSTS, TO BE 
VIOLATION OF TRADE PLEDGE, ALTHOUGH TRADE SIGNIEICANCE 
WOULD NOT BE EASY TO DETERMINE AT THIS TIME. 

IT WOULD BE APPROPRIATE FOR THE TRADE COMMITTEE TO 
INSTRUCT THE TRADE WORKING PARTY TO EXAMINE THIS IN 
MORE DETAIL, PERHAPS ALONG WITH EXAMINATION 
OE AUSTRALIAN AUTO RESTRICTIONS AND OTHER QUESTIONABLE 
ACTIONS. EXAMINATION COULD TAKE PLACE UNDER REGULAR 
TRADE COMMITTEE NOTIEICATION AND CONSULTATION PROCEDURES 
ON CHANGES IN TRADE POLICIES AND PRACTICES, BUT 
WORKING PARTY COULD CONSIDER QUESTION OE APPLICABILITY 
OP TRADE PLEDGE AT THAT TIME. WE DO NOT THINK THE UK 
MEASURE SHOULD BE TREATED AS EXPORT CREDITS QUESTION 
BUT RATHER AS QUESTION OF TRADE POLICY. 

TURNER 
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